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516 CARSON ESTATE CO. v. MCCOLGAN [21 C.2d 
[L. A. No. 18356. In Bank. Jan. 29, lQ43.] 
CARSON ESTATE COMPANY (a Oorporation), Appellant, 
v. CHAS, J. McCOLGAN, as Franchise Tax Commis-
sioner, etc., et al., Respondents. 
WATSON LAND COMPANY (a Corporation), Appellant, v. 
CHAS. J. McOOLGAN, as Franchise Tax Commissioner, 
etc., et aI., Respondents. 
[1] Corporations - Franchise Tax - Deductions - Dividends.-
A land 'comPlI:ny was doing business in the state during a sev-
eral year peri?d within Bank and Franchise Tax Act, §§ 4, 5, 
as amended (Stats. 1929, p. 19, as amended; Deering's Gen. 
Laws, 1937, Act 8488)-with the result that dividends received 
by a corporation owning stock therein are deductible from its 
gross income under § 8 (h)-where in one year the land com-
pany purchased bonds a part of which it sold the following 
year, and where during the remaining years it at various times 
purchased and sold stock. . 
APPEALS from a judgment of the Superior Court of Los 
Angeles County. James D. Garibaldi, Judge assigned. Af-
tirmed in part and reversed in part with directions. 
Consolidated actions for refund of franchise tax paid. 
Judgment for defendant affirmed in part and reversed, in 
part with directions. 
Mackay, McGregor & Reynolds and George G. Witter for 
Appellants. 
. Earl Warren, Attorney General, H. H. Linney, Assistant 
Attorney General, and Adrian A. Kragen, Deputy Attorney 
General, for Respondents. 
TRAYNOR, J.-The actions in these cases, consolidated for 
trial, were brought to recover state franchise taxes measured 
by the net income of Carson Estate Company for the years 
1932 to 1936 inclusive, and of Watson Land Company for 
the years 1933 to 1935 inclusive. ,In each of these years the 
[1] See 6A Cal.Jur. 1632. 
McK. Dig. Reference: [1] Corporations, § 913. 
Jll.n.1943] CARSON ESTATE CO. V. MOCOLGAN' 
. [21 0.2d 816] , 
plaintiffs received dividends from Francis Land Company, 
a California corporation, which they .. deducted, 'from . their . 
gross income. The defendant .. disallowed. the . dedu~~ion .' ~~ 
the ground that the Francis Land Company; ~as' ,notdoiitg 
business in this state during the years in questiofl'andthat 
the dividends were therefore ,not deductible under" section 
8(h) of the Bank and Corporation Franchise Tax Act. (~tat~. 
1929, ch. 13, p. 19, as amended; Deering's Gen:Law~;1937, 
Act 8488). Plaintiffs paid under protest the additional taxes, 
with interest, measured by the ainountof such, dividends, 
and now appeal from a judgment denying them a refund 
of such taxes and interest. 
[1] Plaintiffs. offered no evidence with respect ,to the ac-
tivities of Francis Land Company during the y~ar 1932: The 
record reveals, however, that it entered into the : following 
transactions during the years 1933 to 1936 inclusive: In 1933 
it purchased $20,000 par value bondS for $16,643.88, and in 
1934 sold $12,000 par value ofth1lse bonds for $16,678.88. 
At various times during 1935 it made eleven purchases and 
sales of corporation stock at profits ranging from $88.43 to 
$725.92, and one purchase and sale at a loss of $98.13. In 
1~36 it made two such transactions,one at a loss of $611.57, 
the other at a loss of $149.09; It is clear from the foregoing 
transactions that Francis Land Company was doing business 
during the years 1933 to 1936 inclusive, 'and that the'divi-
dends received during those years were deductible from plain-
tiffs' gross income. (Golden State Theatre &; Realty Corp. 
v. Johnson, ante, p. 493 [133 P.2d 395] . }' : 
The judgment is affirmed as to the additional tax; ~ with 
interest, measured by 1932' net income, . and is reversed as 
to the additional tax, with' interest, measured by net, income 
of the years 1933 to 1936 inclusive, with directions to enter 
;judgment in favor of plaintiffs for the tax refunds as prayed. 
Gibson, C. J., Shenk, J., Curtis, J., Edmonds, J." and 
Carter, J., concurred. 
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